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THE

FINAL ARGUMENT
OF.THE

Law School Case Clubs
OF THE

University of Michigan

'

THE LAWYERS CLUB
April 22, 1932

Plaiiitiff,

v.

Statement of Facts.

J. W.

l<tNNWY, State Banking
Commissioner
Defendant.

On December 1st, 1931, Henry Fraser opened a checking
account at the Continental Savings Bank and deposited
$5,000.00 in the form of a check on the Harrison National Bank,
drawn in his favor by a depositor of the Harrison Bank. The
Continental Bank maintained a permanent reserve account with
the Harrison Bank which was located in a large city one hundred
miles away. Under the statutes in force at the time, the balance
of this account from day to day was reckoned as cash for the
purpose of the application of the provisions of the banking law
regarding reserves. On December 1st, 1931, there was a credit
balance on the books of the Harrison Bank in favor of the Continental Bank, in the amount of $42,230.00. The check received
from Fraser was forwarded by the Continental Bank to the
Harrison Bank on December 2nd, 1931, with a request that the
$5,000.00 be added to the credit already established. On
December 3rd, the total credit of $47,230.00 was reduced by
three checks totalling $44,102.00, all of them drawn against
the Continental Bank, deposited on general indorsements at the
Harrison Bank, and collected by cancelling the credit to that
extent. On the afternoon of December 4th the Continental
Bank forwarded by registered mail to the Harrison Bank
$20,000.00 in United States Government bonds, with directions
to sell them and creclit the proceeds to the account of the Continental Bank. The bonds were received and sold by the Harrison Bank on the morning of December 5th, and by noon the
credit was entered as directed on the books of the Harrison

Bank. On the afternoon of December 7th, Kennedy, the state
banking commissioner, took over the assets of the Continental
Bank, the liabilities of which had exceeded its assets by more
than $200,000.00 from November 25th, 1931, until December
7th. Throughout this period the officers of the Continental
Bank had known that it was hopelessly insolvent. The cash on
hand and reserve accounts totalled $150,000.00 on November
25th, 1931, and had never gone below $70,000.00 in the intervening period. On December 7th when the banking commissioner
intervened, the cash on hand totalled $32,000.00, and reserve
accounts at other banks totalled $40,000.00, including a credit
balance of $23,128.00 at the Harrison Bank.
Fraser claimed a preference out of the assets of the Continental Savings Bank for the amount of the $5,000.00 deposited
on December 1st, 1931. The lower court allowed the claim as
a preference as to $3128.00, but admitted the balance only as a
general claim. Both Fraser and Kennedy appeal.
The Court:
HoN. HowARD ·WEIST
HoN. HENRY M. BuTZEL
HoN. GEORGE M. Cr.ARK
HoN. JOHN s. McDONALD
HoN. WILUAM W. POTTER
HON. NELSON SHARPE
HoN. ·WALTER H. NoRTH
HoN. Lours H. FitAD
Counsel for Plaintiff:
LEDLIE A. DE Bow
ROBERT D. GORDON
of the Kent Club

htstices of the Supreme
Court of Michigan

Counsel for Defendant:
HENRY Y. MORRISON
CHARLES E. JONES
of the Marshall Club.

After the decision is rendered the Henry M. Campbell
Award, which consists of cash prizes totalling $150.00 will be
distributed.

